15626

GAO

United States
General Accounting Office
Washington, D.C. 20548

Accounting and Information
Management Division

B-272080

June 7, 1996

The Honorable Steve Horn

Chairman, Subcommittee on Government Management,
Information and Technology

Committee on Government Reform and Oversight

House of Representatives

Dear Mr. Chairman:

At the Subcommittee's April 23, 1996, hearing on federal budget and financial
management reform, you requested that we provide for the record

(1) information on limitations to federal agencies' reprogramming authority and
(2) a list of federal trust funds. To meet your request, this letter provides a brief
explanation of the concept of reprogramming and examples of the types of
limitations the Congress imposes on federal agencies' authority to reprogram.
Further, we have provided a brief description and a list of federal trust and
special fund accounts. We have included special fund accounts because of their
similarity to trust fund accounts.

REPROGRAMMING A RITY

Reprogramming is the shifting of funds from one object or program to another
within an appropriation or fund account for purposes other than those
contemplated at the time of appropriation. The authority to reprogram is implicit
in an agency's responsibility to manage its funds; no statutory authority is
necessary. The shifting of funds between accounts is called a transfer. An
agency may not transfer funds unless it has statutory authority to do so.

As a matter of law, an agency is free to reprogram unobligated funds as long as
the expenditures are within the general purpose of the appropriation and are not
in violation of any other specific limitation or otherwise prohibited. While there
are no governmentwide reprogramming guidelines, the Congress exercises
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control over an agency's spending flexibility by providing guidelines or non-
statutory instructions on its authority to reprogram. Reprogramming frequently
involves some form of notification to the appropriation and/or legislative
committees. In a few cases, the notification process is prescribed by statute.
However, in most cases, the committee review process is nonstatutory, and
derives from instructions in comimittee reports, hearings, or correspondence, or
from informal arrangements between the appropriations and/or legislative
committees prior to reprogramming. Sometimes a committee or subcommittee
may require both notification and committee approval. Courts have recognized
that nonstatutory limitations are not binding on an agency; compliance is largely
a matter of "keeping faith" with the appropriate committees.

The following are examples of reprogramming restrictions the Congress has
placed on individual agencies and departments. The restrictions on
reprogramming authority in the first set of examples are included in committee
reports; the restrictions in the second set are imposed by statute.

I. Reprogramming Authority Restrictions Included in Committee Reports'

Coast Guard
1. Acquisitions, Construction, and Improvements Account. Reprogramming

that results in a significant change in the scope of a project as described
in the Coast Guard budget justification submitted to the Congress, the
creation of a new project that exceeds the cost limitation for minor
projects, termination of a project, or an increase or decrease of more than
$1 million or 15 percent of the total amount appropriated for a particular
project (whichever is less) requires that the chairmen of the House and
Senate Transportation Appropriations Subcommittees be informed of the
proposed action and allowed at least 30 days in which to respond.

2. Alteration of Bridges Account. Reprogramming that results in an increase
or decrease in a project's funding by more than $500,000 or 25 percent of
the project's funding basis (whichever is less) requires that the chairmen
of the House and Senate Transportation Appropriations Subcommittees be
informed of the proposed action and allowed at least 30 days in which to
respond.

iSee HR Rep. 104-177 and HR Conf. Rep. 104-286.
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3. Research, Development, Test, and Evaluation Account. Termination of a
project (other than completion), starting a new project with a total

estimated cost of more than $200,000, and a net increase or decrease to a
project of more than $200,000 or 25 percent of the project basis
(whichever is less) requires that the chairmen of the House and Senate
Transportation Appropriations Subcominittees be informed of the
proposed action and allowed at least 30 days in which to respond.

0. Reprogramming Authority Restrictions Imposed by Statute®
D nt of

Funds appropriated for the Department of State shall not be available for
obligation or expenditure through any reprogramming of funds

— which creates new programs;
— which eliminates a program, project, or activity;

— which increases funds or personnel by any means for any project or
activity for which funds have been denied or restricted by the
Congress;

— which relocates an office or employees;
— which reorganizes offices, programs, or activities;

-~ which involves contracting out functions which had been performed
by federal employees; or

— which involves a reprogramming in excess of $250,000 or 10 percent,
whichever is less, and which (1) augments existing programs, projects,
or activities, (2) reduces by 10 percent or more the funding for any
existing program, project, activity, or personnel approved by the
Congress, or (3) results from any general savings from a reduction in
personnel which would result in a change in existing programs,
activities, or projects approved by the Congress.

However, funds shall be available for obligation or expenditure if the
Committee on Foreign Affairs of the House of Representatives and the

%22 U.S.C. Sec. 2706.
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Committee on Foreign Relations of the Senate are notified 15 days in
advance of the proposed reprogramming.

Trust fund accounts are budget accounts that are designated as "trust funds" by
law. They are usually financed by earmarked collections. There are two types of
trust fund accounts-revolving and nonrevolving—-appearing in the President's
budget. A revolving trust fund account is used to carry out a cycle of business-
type operations and is authorized to be credited with collections. An example is
the Commissary Funds, Federal Prisons, which uses profits from the sale of
goods to inmates to purchase general welfare and recreational items. A
nonrevolving trust fund account records revenues collected for a specific
purpose or programs designated in law as trust funds. Nonrevolving trust fund
accounts finance programs such as Social Security and Medicare.?

We have included special funds with the list of trust funds because of their
similarity to trust fund accounts. Special fund accounts—although not designated
as trust fund accounts in authorizing legislation-like trust fund accounts, are
earmarked by law for a specific purpose. The Nuclear Waste Disposal Fund and
the Historic Preservation Fund are examples of special fund accounts.

The enclosure lists all current trust nonrevolving fund accounts, trust revolving
fund accounts, and special fund accounts appearing in the President's 1997
budget.

We are sending copies of this letter to the Ranking Democrat of your
Subcommittee and to the Chairmen and Ranking Democrats of the Senate and
House Appropriations and Budget Committees. Copies will also be sent to others
upon request.

%A trust fund account is classified as either an expenditure or a receipt account.
A receipt account records income; expenditure accounts record outlays. Trust
fund expenditure accounts are listed individually in the budget documents; trust
fund receipt accounts are not. For additional information on trust fund accounts,

see Budget Issues: Earmarking in the Federal Government (GAO/AIMD-95-216FS,
August 1, 1995).

GAO/AIMD-96-102R Information on Reprogramming
4 Authority and Trust Funds



B-272080

I hope this information is helpful to you. Please contact me at (202) 512-9142 if
you or your staff have any questions concerning this letter. Hannah Laufe,
Senior Evaluator, was a major contributor to this letter.

Sincerely yours,

Associate Director, Budget Issues

Enclosure
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